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THROUGH THE WINDOWS OF THE WORLD 


ARTHUR G. DORLAND 


THE NEW IRISH CONSTITUTION AND MR. DEVALERA 


The New Irish Constitution and 


Mr. deValera 


OME repercussions of the new 

Irish constitution are already 
being felt in Ireland, and interest 
is again centered on the future re- 
lations of the Free State to North- 
ern Ireland and to the members of 
the British Commonwealth of Na- 
tions generally. It will be recalled 
that the first draft of the new 
constitution was issued in the 
Spring of 1937 and, having been 
approved by a majorityin the Dail, 
Mr. DeValera appealed to the 
country in the Fall of 1937 to 
ratify the new constitution. The 
result of this appeal was, as antici- 
pated, a victory for Mr. DeValera’s 
party (Fianna Fail) which is rep- 
resented by 69 deputies in the 
present Dail. But as Mr. Cos- 
grave’s party (Fine Gael) slightly 
increased its representation to 48 
deputies, and as Labour secured 
13, and the Independents 8, it 
means that actually Mr. DeVa- 
lera’s strategic position in the new 
Dail is not as strong as formerly, 


since he does not possess a clear 
majority in the house over all 
other groups combined and, conse- 
quently, he will be more dependent 
than ever on the goodwill of the 
Labour group to carry through his 
programme in the future. 

When the new constitution was 
issued, it was clear that the public 
expectations of sensational pro- 
posals were not realized. Prelimi- 
nary boasting from orators on 
Fianna Fail platforms had prom- 
ised “the removal of the last 
shackle, and a definite advance to 
the Republic and national inde- 
pendence.” In actual fact, however, 
notwithstanding the complete re- 
writing of the constitution and the 
actual changes that have been 
made, the position of the Irish Free 
State politically and territorially 
has remained unaltered. Such at 
least was the opinion of Mr. Cos- 
grave, Opposition leader of the 
United Ireland Party, who stated 
that “the first constitution of this 
state contained and enshrined that 
complete national sovereignty and 
those liberties which are the birth- 
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right of every free people,” and 
“that no new document was needed 
to ensure those liberties.” Much 
the same opinion has been more 
recently expressed by the British 
Government when the new consti- 
tution went into force with official 
ceremonies to mark the occasion 
on December 29th. 


Naturally, what most people 
were interested in was to see how 
the new constitution proposed (1) 
to define the relations between the 
Irish Free State, Great Britain and 
the Commonwealth, and (2) what 
function, if any, would be accorded 
to the Crown. However, the new 
constitution which, incidentally, is 
a stout pamphlet containing some 
hundred closely printed pages and 
consisting of 63 articles with many 
sub-headings, is deliberately vague 
on these two specific issues which 
have been the centre of contro- 
versy ever since Mr. DeValera 
broke with Griffiths, Collins and 
Cosgrave at the end of the first 
Civil War, when they accepted the 
Treaty of 1921 with Great Britain. 
It is the purpose of this article to 
try to show the significance of 
the main issues in the light of the 
new constitution. 


Mr. deValera and The Crown, and 
How He Got That Way 


It is not within the scope of this 
article, however, to trace at length 


the involved events leading up to 
the creation of the Irish Free State 
and the first constitution; but a 
few important facts must be re- 
called at this point in order to 
understand certain significant fea- 
tures of the new constitution of 
1937. It should be remembered 
that Mr. DeVaiera as leader of the 
ultra-Nationalist or Republican 
wing of the Sinn Fein party, urged 
the rejection of the Treaty of 1921 
principally on two counts: (1) be- 
cause it proposed to recognize the 
partition of Ireland under two sys- 
tems of Home Rule (i.e. one for 
Northern Ireland and one for the 
South) which he claimed was a 
violation of the territorial integ- 
rity of Ireland; and (2) because of 
the inclusion of the oath of allegi- 
ance and the place of the Crown 
in the proposed constitution, which 
he claimed was a denial of the 
sovereignty and complete inde- 
pendence of the Irish people. This 
last claim goes back to the creation 
of the first Dail Eireann in 1918, 
when the Sinn Fein party first cap- 
tured the Irish Nationalist cause. 
At this time Sinn Fein candidates 
entered the field against National- 
ist and Unionist candidates and by 
capturing all but six seats, they 
showed conclusively that they 
represented a majority of Irish 
opinion in the South. But instead 
of taking their seats in the Im- 
perial parliament of Great Britain 
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and Ireland, the Sinn Fein repre- 
sentatives, duly elected, organized 
themselves as the first Dail Eire- 
ann or Gaelic National Assembly 
which claimed to represent the 
whole Irish people. This body 
thereupon elected Eamon DeVa- 
lera as President, and claiming 
sovereignty over all Ireland, invit- 
ed the Irish people to disregard 
existing British authority by set- 
ting up their own courts independ- 
ent of the British regime in the 
sphere of local government and 
justice. Post-war Britain, which 
recently had been enthusiastically 
fighting for the cause of little na- 
tions on the Continent, had no 


enthusiasm for Irish nationalism, ° 


and was in no mood to compromise 
or allow to go unanswered this 
direct challenge to her authority in 
Ireland. Thus, the First Civil 
War was precipitated in 1920-21 
with dire results to future rela- 
tions of the two countries. 

There now ensued a terrible 
period of reprisal and outrage, 
commonly referred to as “the 
Troublous Times,” when the no- 
torious “Black and Tans,” acting 
as auxiliaries to the Royal Irish 
Constabulary, tried to stamp out 
this Nationalist movement which 
had assumed such alarming pro- 
portions. At last the British Gov- 
ernment having decided that com- 
petition in crime and _ violence 
offered no solution and that Sinn 
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Fein had proved its claim to speak 
at least for Southern Ireland, 
agreed to negotiate with its lead- 
ers. The result was the Treaty of 
1921, which conferred complete 
Dominion status on the Irish Free 
State and all that this implied. 
Those like Griffith, Collins and 
Cosgrave, who supported the 
Treaty, believed that the recogni- 
tion of full Dominion status was a 
sufficient guarantee of the inde- 
pendence of the Irish people; and 
for them the evacuation of Ireland 
by the British army in 1922, after 
an occupation lasting seven cen- 
turies, was concrete evidence that 
hereafter the Irish people would 
really be free to work out their 
own destiny in their own way. But, 
as we have already noted, Mr. De- 
Valera refused to accept the Treaty 
on the grounds stated above which 
serve to explain certain peculiar- 
ities of the new constitution of 
1937 to be discussed in a later 
paragraph. As Mr. DeValera was 
a professor of mathematics before 
he became a politician, he displays, 
what must be for his opponents, a 
disconcerting and sometimes too 
rigid sense of logic. This combina- 
tion in Mr. DeValera of a keen, 
logical mind with a passionate, 
almost mystical, nationalism makes 
him a formidable opponent. He 
has always contended that though 
a new Dail was elected in 1922 
which ratified the Treaty by a 
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large majority, nevertheless this 
did not constitute a surrender of 
the sacred sovereignty of the Irish 
people proclaimed by the first Dail 
of which he was the head. On the 
contrary, he claims that the Treaty 
of 1921 was essentially an agree- 
ment between two sovereign au- 
thorities, and was in itself a tacit 
recognition of de jure Irish sov- 
ereignty which was_ therefore 
never surrendered at any time. 
Consequently he has always argued 
that there is no place for the oath 
or for the British Crown in the 
Irish Constitution, since this con- 
stitution is derived from the will 
of the Irish people and not from 
any authority external to Ireland 
itself. Accordingly when, after the 
Second Civil War, he decided to 
lay down arms against the Cos- 
grave government and to enter the 
Dail, where he might carry out the 
aims of his party by constitutional 
means rather than by violence, he 
took the oath under protest as “an 
empty form” and also as the only 
condition by which he could enter 
parliament to carry out his pur- 
pose. Finally, after ten years in 
opposition to Mr. Cosgrave’s excel- 
lent administration (which prob- 
ably represents the most fruitful 
and constructive period in the 


whole history of Ireland) Mr. De- 
Valera, capitalizing on the well- 
known desire for a change, made 
the abolition of the oath and of 





the payment of land annuities to 
the British government the major 
issues to defeat Mr. Cosgrave in 
1932. Thereby Mr. DeValera 
gained control of the government 
and policies of the Irish Free State 
which he has dominated down to 
the present. In a large measure, 
though the new constitution of 
1937 represents the attempt of Mr. 
DeValera to settle certain prob- 
lems inherent in the Treaty of 
1921 which he rejected some six- 
teen years previously and which he 
has been trying to change ever 
since. 

Mr. DeValera’s attitude toward 
the Crown has the quality of con- 
sistency even though it may appear 
to many as being based principally 
on a legal quibble and on anti- 
British sentiment. Nevertheless, 
Canadians or any other citizens of 
the British Commonwealth who re- 
gard the Crown as a beneficent 
symbol in their respective constitu- 
tions should be able with the exer- 
cise of a little historical imagina- 
tion to understand why it is not 
so regarded by a majority of Na- 
tionalists in the South of Ireland. 
Since the time of the French Revo- 
lution and of Wolfe Tone, Irish 
nationalism has always leaned to- 
ward Republicanism; and for the 
Irish Nationalist the British Crown 
has too frequently been the symbol 
of misrule, oppression and political 
bondage. This feeling was intensi- 











fied during the Civil War of 
1920-’21 when malicious damage, 
amounting to four million pounds, 
was done by the forces of the 
Crown in the name of law and 
order, including the burning of the 
City of Cork, which was falsely 
attributed to the rebels. If the 
British Government in 1921 had 
publicly repudiated this policy and 
made some generous gesture by 
way of reparation such as, for 
example, was made to the defeated 
Boers in 1902 at the close of the 
South African War, when thou- 
sands of pounds were voted by the 
British Government to restore the 
war-wracked country, the subse- 
quent history of Ireland might 
have been very different and Mr. 
DeValera’s Republicanism less in- 
transigent. But while British pol- 
icy toward her distant colonies has 
been pretty consistently wise and 
generous, these qualities have been 
conspicuously absent in her treat- 
ment of Ireland. Consequently, 
the British Crown has_ been 
brought into disrepute in Southern 
Ireland, though elsewhere in the 
Commonwealth it is generally re- 
garded as a symbol of unity and 
strength. 


Some Peculiarities of the New 
Constitution of 1937 
After this brief historical excur- 


sion into the past, we are now 
ready to understand better certain 
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peculiarities of the new constitu- 
tion of 1937, to which we now turn. 
With this background in mind, it 
is apparent that the most signifi- 
cant feature of the new constitu- 
tion is the absence of any oath of 
allegiance, and the complete omis- 
sion of any direct reference either 
to the Treaty of 1921, to the Brit- 
ish Crown, or the Commonwealth 
of Nations. Article 29 of the 
constitution does, however, hint at 
a possible association with other 
“members of any group or league 
of nations with which Eire is or 
becomes associated for the purpose 
of international co-operation in 
matters of commonconcern.” While 
this matter is left intentionally 
vague, its interpretation is greatly 
aided by reference to an incident 
which had a violent repercussion 
throughout the whole British Em- 
pire-Commonwealth, i.e., the abdi- 
cation of King Edward VIII. This 
made necessary an act passed last 
December by the Dail which clear- 
ly recognized the Crown in the 
sphere of external relations “so 
long as the King is recognized by 
other nations (of the Common- 
wealth) as the symbol of their co- 
operation.” Thus for all practical 
purposes the British Crown is still 
the symbol linking together the 
various members of the Common- 
wealth, including the Irish Free 
State, whose obvious advantage is 
to remain within this association. 
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Therefore, while the Crown is still 
recognized by Eire in its external 
relations, Mr. DeValera has main- 
tained his original position that 
the Crown has no place in the con- 
stitution itself which is derived 
from the Irish people and not from 
any outside authority. A very 
significant expression of this idea 
is found in the preamble to the new 
constitution which, after solemnly 
stating its Christian character, 
makes it clear in the concluding 
sentence that the constitution 
originates from the Irish people, 
when it says, “We, the people of 
Eire, humbly acknowledging all 
our obligations to our Divine Lord 
Jesus Christ who sustained our 
forefathers through centuries of 
trial, gratefully remembering their 
heroic and unremitting struggle to 
regain the rightful independence 
of our nation . . . do hereby adopt, 
enact and give to ourselves this 
constitution.” 

Moreover, while Article 1 states 
that “the Irish nation affirms its 
inalienable, indefeasible, sovereign 
right to choose its own form of 
government, to determine its rela- 
tions with other nations and to 
develop its own life, political, eco- 
nomic and cultural in accordance 
with its own genius and tradi- 
tions,” and While Article 5 states 
that “Eire is a sovereign and demo- 
cratic state,” nevertheless nowhere 
in the constitution is it called a 
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Republic. Thus, though the lan- 
guage of the new constitution is 
admittedly unusual in many places, 
its constitutional implications are 
not in any sense startling or new. 
In fact, many of its articles might 
be regarded as a pious declaration 
of national faith or of natural 
rights which almost any individual 
member of the present British 
Commonwealth might affirm, since 
the Statute of Westminster, with- 
out any danger of upsetting the 
constitutional apple-cart of Com- 
monwealth relations. Nor, as has 
been darkly hinted, is there any- 
thing in the new constitution which 
suggests the set-up of a totali- 
tarian state. 

Space does not permit more than 
the merest mention of the govern- 
mental machinery provided under 
the new constitution. Certain new 
titles are introduced. In addition 
to the President or head of the 
State, elected by direct vote of the 
people, there will be a Prime Min- 
ister (Taoiseach) and a Council of 

tate. The new President of Eire 
takes the place of the Governor- 
General whom Mr. DeValera had 
already to all intents and purposes 
abolished. His powers include the 
summoning and dissolving of the 
Dail, the signing of bills, and the 
exercise of clemency in regard to 
the mitigation of sentences. An- 
other Senate is to be constituted 
to replace the one abolished by Mr. 
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DeValera last year. This will be 
composed of the same number of 
members as formerly, namely 
sixty. The mode of election will 
be different—eleven nominated and 
the other forty-nine elected on a 
special system. The universities, 
which have lost their representa- 
tion in the Dail, will receive repre- 
sentation in the Senate, i.e., three 
seats each. 

Certain articles are grouped 
under the heading of “Directive 
principles of social policy” and 
“Fundamental Rights,” which 
savour strongly of Christian So- 
cialism, such as: “The State shall 
endeavour to secure that all citi- 
zens may through their occupa- 
tions find means of making reason- 
able provision for their domestic 
needs.” “The ownership and con- 
trol of natural resources and 
essential commodities shall be so 
distributed as to subserve the 
common good; the use of credit 
shall be similarly directed.” “The 
strength and health of workers, 
men and women and the tender 
age of children shall not be abused, 
and citizens shall not be forced by 
economic necessity to enter avoca- 
tions unsuited to their sex, age or 
strength.” 

The State “recognizes the family 
as the natural, primary and funda- 
mental unit group of society,” and 
as “the primary and natural edu- 
cator of the child,” which are prin- 
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ciples in pleasant contrast to those 
so violently enforced by certain 
dictatorial governments on the 
Continent and elsewhere. The 
State also binds itself not to oblige 
parents “in violation of their con- 
science and lawful preference to 
send their children to schools 
established by the State or to any 
particular type of school designat- 
ed by the State,” nor “to discrimi- 
nate between schools under the 
management of different religious 
denominations.” Freedom of con- 
science and free profession and 
practise of religion are guaranteed 
to every citizen, “subject to public 
order and morality.” The special 
position of the Roman Catholic 
Church is recognized “as the faith 
professed by the great majority of 
the citizens”; but the State also 
recognizes the Church of Ireland, 
the Presbyterian and Methodist 
Churches, the Society of Friends 
and the Jewish congregations, and 
all other religious denominations 
existing in Ireland at the present. 
It guarantees not to endow any 
religion, or to impose disabilities, 
or make any discrimination on the 
ground of religious profession or 
belief. Most people will accept 
these directive principles and 
fundamental rights of the consti- 
tution with approval as an expres- 
sion of social idealism that would 
be a credit to any member of the 
Commonwealth. 
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The Question of Union Between 
the North and South 

One of the most contentious 
issues raised by the new constitu- 
tion relates to the partition of 
Ireland which ever since the treaty 
of 1921 Mr. DeValera has opposed 
as a violation of the territorial 
integrity of Ireland. As a matter 
of fact, the new constitution does 
nothing about it; for although 
Article 2 affirms that “the national 
territory consists of the whole of 
Ireland, its islands and territorial 
seas,” Article 3 restricts the opera- 
tion of Irish legislation to the 
existing area of the Free State 
“pending the re-integration of the 
national territory.” However, this 
reference to a possible union of all 
Ireland under a truly national 
government is a highly contentious 
problem. The official Northern 
view is strongly hostile to any such 


suggestion. It affirms its pride in 


British citizenship and its absolute 
determination of maintaining the 
existing relations between North- 
ern Ireland, England and Scotland. 
On the other hand, there is a grow- 
ing Nationalist party in Northern 
Ireland which has expressed itself 
as “delighted to know that the new 
constitution of the Free State pro- 
vides for the whole of Ireland and 
not merely for the twenty-six 
counties at present under its au- 
thority.” At the same time, the 
Northern Nationalists performed 





no useful service for the ultimate 
union of Ireland (which is the 
wish of all moderate opinion) 
when they lately appealed to the 
Free State “to come over into 
Macedonia and help us,” and 
pressed for the immediate exten- 
sion of Mr. DeValera’s new consti- 
tution to all Ireland. This is, of 
course, exactly the tactics which 
will enable Lord Craigavon, the 
head of the Northern government, 
to raise the old cry of unity and 
the British connection to frighten 
his supporters back into the fold. 
Whether this would be in the best 
interests of the North itself is open 
to question. Ever since 1920, the 
government of Northern Ireland 
has lacked an effective opposition, 
simply because the old appeal to 
loyalism demanded a united front. 
Meanwhile vested interests have 
been established and the old poli- 
cies carried on without an effective 
body of criticism which efficient 
democratic government requires to 
accomplish its best work. Conse- 
quently many regard the recent 
counter-appeal of Lord Craigavon 
for a united loyalist front against 
the appeal for an all-Irish Union 
as an attempt to protect vested in- 
terests and to blind the people to 
its domestic policy, or to make 
electors forget the failure of the 
Northern Government to cope with 
the unemployment problem and 
the state of Northern industry. 











The Irish Times predicts that in 
the near future Northern Ireland 
will see a substantial reduction in 
its present government and the 
creation of a useful opposition in 
Parliament which will bridge to 
some extent the unnatural gulf be- 
tween North and South which now 
exists. 

In conclusion, one might venture 
the further prediction that if the 
North and South should ever come 
together under one government, 
the present artificial division of 
Ireland geographically and _ hori- 
zontally would disappear, and in- 
stead Ireland would be divided 
vertically in a new alignment of 
parties, in which the United Irish 
party, at present under Mr. Cos- 
grave, would be reinforced by the 
moderate Nationalist elements in 
the North in an entirely new orien- 
tation of interests more truly rep- 
resentative of Ireland than any 
group at present either in the 
North or the South. In other 
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words, if by any chance Mr. DeVa- 
lera achieves his long cherished 
aim of re-integrating the whole of 
the national territory under one 
government, at that moment his 
control of Southern Ireland would 
vanish, which would be equally 
true of Lord Craigavon in the 
North. A great deal depends upon 
the moderation and restraint of 
Northern Nationalists, as well as 
of Mr. DeValera, in the future. 
Whatever we may think of Mr. De- 
Valera’s policies, it is only fair to 
remember that his aim has been 
to find in a country so tragically 
divided by its past, a government 
which—in his own words—‘will 
divide us least.” Surely he must 
realize that the North cannot be 
coerced into union. It must come, 
if at all, by mutual agreement and 
trust; but that it must come some 
day, however remote this may 
seem now, is the growing convic- 
tion of moderate opinion both in 
the North and the South. 








SELECTING A TRADE-MARK 


Ross C. FULLER 


HE problem of selecting a 

proper trade-mark for a busi- 
ness is one that confronts most 
firms at some time or another. 
Some business men do not seem to 
realize the value of trade-marks 
and exercise little care, therefore, 
in their selection. On the other 
hand, it has been truly said that 
an efficiently exploited trade-mark 
becomes the key arch of a business. 
Thus, real care and energy must 
be put forth so as to forego any 
crisis that might arise after the 
business has become more or less 
dependent on its trade-mark. 

The choosing of a good trade- 
mark for a business involves two 
basic considerations—the legal and 
the marketing aspects. A trade- 
mark is as much a matter of legal 
rules as it is of marketing princi- 
ples, and a business, therefore, in 
choosing a mark should retain 
competent legal counsel and insist 
that both sides work in harmony 
so that the trade-mark will be im- 
pregnable. 

It is very difficult to lay down a 
definite recipe for the origination 
and development of a good trade- 
mark because we find that some of 
the most effective and valuable 





marks have seemed, theoretically, 
to be the most insignificant. 

“Kodak,” for instance, by all the 
laws of good trade nomenclature, is 
a poor mark, but actually it is one 
of the most valuable trade-marks 
in the history of merchandising. 

Many trade-marks have been 
simply the origination of some per- 
son trying to think up a name for a 
product. For instance, here is how 
the Paramount picture trade-mark 
was created as told by H. E. Les- 
an: he says, “The five equal owners 
of Paramount insisted on a trade- 
mark of their own. Our advertis- 
ing agency was asked one after- 
noon at 4 o’clock to have a trade- 
mark ready the next day. 

“Our general manager and I sat 
down at my desk and began fooling 
with a lead pencil and a pad of 
paper. As the most ‘paramount’ 
thing we could think of we first 
drew a mountain. 

“It didn’t look high enough, so 
we then added some stars to lift 
it up. 

“Then we lettered the words 
‘Paramount Pictures’ through it. 

“We called a commercial artist 
in and asked him to see what he 
could do with the thing over night. 














“The next morning he brought 
in what was, with a few slight 
changes, the great ‘Paramount’ 
trade-mark and which Mr. Zukor 
once said was worth $15,000,000.” 

Apparently, then, some valuable 
trade-marks have been the result 
of good advertising rather than the 
result of good selection, but it is 
a question whether progress would 
not have been faster had the trade- 
mark been a little more carefully 
chosen in the first place. 

Much has been written on the 
subject of choosing a trade-mark 
but the concensus of opinion of 
writers seems to divulge the fol- 
lowing attributes of a good trade- 
mark from the sales point of view: 
simplicity, appropriateness, flexi- 
bility, distinctiveness, proper iden- 
tification of the product, and the 
ability not to become out of date. 

1. Simplicity. 

In this attribute of a good trade- 
mark is included qualities such as 
ease of remembrance, ease of pro- 
nunciation, ease of understanding 
and attractiveness to the eye. 

Quoting from Joseph Semel in 
the introduction to his “Book of 
American Trade-Marks and De- 
cises” : 

“Simplicity is the keynote of a 
good trade-mark. Whatever form 
is used should be so simple in 
elements and execution that its 
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poster quality will establish a defi- 
nite and sustained impression, a 
form that will not lose its essential 
features no matter how small it 
may be.? 

“In recent years we have had 
something like an epidemic of 
trade-marks built in a sort of 
double-barrelled model, compound 
terms, part descriptive and part 
laudatory, obviously designed to 
masquerade as coined words. 
Names, for example, like ‘Adjusto- 
lite,’ “Tastyeast,’ or ‘Supersuds.’ 
The intentions which govern the 
adoption of such words as trade- 
marks are clear enough, of course. 
They are chosen for their merchan- 
dising effectiveness. But what the 
public will make of them may be 
an entirely different matter.’ 

Referring to the excellence and 
the effectiveness of German trade- 
marks, there is the following state- 
ment: “The German trade-mark in 
all cases is built around a single 
motive—magnified. This is true of 
all good marks. Everything unnec- 
essary is eliminated. The finished 
product is impressive in its sim- 
plicity and strength.® 

“There have been large amounts 
of money and goodwill lost because 
a name was so cumbersome that 
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people didn’t take to it at all. On 
the other hand, having a good 
name in the first place and then 
advertising it consistently has 
proved a royal road to a multitude 
of sound and conservative suc- 
cesses. 

“In the automobile industry, the 
names which have persisted and 
are best known today are for the 
most part plain, simple ones of 
people or of cars which adopted a 
single word. Yet there were a 
whole flock of trick names when 
the industry was green and young. 

“The vogue for these seems to 
be passing. Even if they are 
simple, not too clever or far- 
fetched and are well advertised, 
people are likely to forget that they 
are supposed to be descriptive and 
think of them (if they think of 
them at all) only as the names of 
a shoe, a motor truck or a shaving 
cream.” 

Another writer comments as 
follows on the simplicity of trade- 
marks: 

“We think in terms of experi- 
ence. We can’t remember that 
which has no association in our 
minds, and that which does not 
revive a memory and thereby paint 
a picture has no meaning. Simi- 
larly, we cannot remember what 
we cannot pronounce. 

“Names that are just letters put 


together are not likely to stick in 
anyone’s memory. On the other 
hand, names that flash a picture on 
the mind can’t be forgotten. 

“Take ‘Ivory Soap’ for instance. 
Ivory says purity, cleanliness and 
whiteness not only of the soap but 
for the skin. 

“In another field there is ‘Black 
Flag.’ If that doesn’t say ‘death,’ 
what could? It draws a picture for 
you. You can pronounce it. You 
believe in it. You remember it. 

“Ask the publishers how much 
a catchy title helps the sale of a 
book. 

“Ask the producers of movies 
and plays how much a good title is 
worth in cash money at the box 
office. 

“Instead of trying to push over 
a name that has to have its pro- 
nunciation spelled out beneath it, 
think of how memorable headlines 
would be with these picture-mak- 
ing names: 

“*Announcing Bubble Up, the 
new Ginger Ale.’ 

“‘*New Facts about Cold Wave 
Refrigerators.’ 

“*Nosegay Soap now 5 Cents. 

This excerpt might also be used 
to illustrate the fact that a good 
trade-mark should be appropriate. 

Summarizing then, since a trade- 
mark holds the reader’s attention 
but a fraction of a second, it must 


» 994 





I1PRINTER’S INK MONTHLY, February, 
1936. Page 51. 





1ADVERTISING AND SELLING, September 
28th, 1933. Page 26. 











ring true and clear and do so in- 
stantly. 

2. Appropriateness. 

The second essential of a good 
trade-mark is appropriateness to 
the subject matter in hand. How 
well does it suggest the enter- 
prise or product it is intended to 
designate? 

As is pointed out above, the 
trade-mark “Ivory” says purity, 
cleanliness and whiteness. The 
name “Maxwell House” suggests 
the well-known Southern hospital- 
ity which in turn suggests lunches, 
and coffee. 

The type of product sold has 
much to do with the trade-mark 
that is used on that product. Many 
products reach the consumer in a 
considerably altered state and it is 
very difficult to find a suitable 
method of trade-marking. It is 
also much of a difficulty with cer- 
tain items which do not lend them- 
selves readily to trade-marking. 

Walnuts were a good example of 
this until a machine was devised 
which imprinted the “Diamond” 
trade-mark swiftly and accurately 
without injuring the walnut itself. 

Another example was the use 
of a coloured strand in rope which 
was held by law to be a good and 
valid trade-mark.’ In the trade- 
marking of rugs, the Bigelow-San- 
ford Carpet Company attaches a 
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trade-mark tag to its product. 

A trade-mark to be appropriate 
must give a clue to the character 
of the business, the name of the 
firm and suggest action, all at the 
same time. 

3. Flexibility. 

Flexibility is a very important 
attribute of a good trade-mark. 
One must be able to use the mark 
on all products sold by the com- 
pany. The mark must be able to 
meet new conditions, i.e., be exe- 
cuted in metals, fabrics, electric 
signs, etc., in addition to being 
rendered in various colour 
schemes and sizes for many print- 
ing presses. 

In 1982, the Sun-Maid Raisin 
Growers’ Association gave some of 
its trade-mark rights for payment 
of a loan to a group of California 
banks. The Association still re- 
tained its mark for its own prod- 
ucts but was able to cancel the loan 
of $5,600,000 for the right to use 
the Sun-Maid trade-mark on food 
products other than raisins and 
dried fruits. 

A statement made by W. Keeler, 
the General Manager of the Sun- 
Maid Raisin Growers’ Association, 
shows his feeling as to the value 
of the trade-mark: “Sun-Maid has 
spent $19,000,000 in advertising 
since 1913. Now, although no 
money has changed hands, the 
brand transfer sets a high value 
on ‘Sun-Maid’ as indicated by the 
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fact that the growers, after 19 
years of advertising now get a 
return of 29% of their total adver- 
tising investment, while retaining 
the full value of their trade-mark 
for their own products.” 

Thus we see that the flexibility 
of the Sun-Maid trade-mark helped 
the growers get out of a tight spot. 

If a company sells or intends to 
sell in a foreign country, it must 
see that its trade-mark is adapt- 
able to the language, customs, 
etc., of the particular country or 
countries. 

In this connection we are re- 
minded of the unfortunate situa- 
tion of the Reo trade-mark a few 
years ago. When R. E. Olds created 
the Reo trade-mark from the in- 
itials of his name he did not realize 
that, in Spanish the word would 
mean the same as a popular word 
meaning jailbird or low-class 
criminal. Fortunately, this was 
found out in time and, as a conse- 
quence, south of the Rio Grande 
river you encounter the Rio car. 

4. Distinctiveness. 

That distinctiveness is an attri- 
bute of a good trade-mark is fairly 
obvious. It has already been point- 
ed out that, from the legal point of 
view, distinctiveness is a prime 
requisite. For instance, in the 
United States, a firm wished to 
register the name “Canada’s 
Pride” as a trade-mark for fruit 
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juices, extracts, etc. The Canada 
Dry Company opposed the regis- 
tration and the judge held that the 
marks were too nearly similar to 
avoid confusion. The moral is, 
of course, that a trade-mark must 
be distinct to be regarded as a 
good legal mark. 

From the merchandising point 
of view also, a firm wants a mark 
that stands out, one that is a little 
different from all the rest so as to 
attract attention and be easily 
remembered. The Ford trade-mark 
is an example of a distinctive mark 
although the word itself is simple 
enough. 

5. Proper Identification of 

Product. 

The primary purpose of a trade- 
mark is to point out distinctly the 
ownership of the article to which 
it is attached. If the mark is such 
that it causes confusion in the 
minds of the buying public as to 
who makes the goods, identified by 
the mark, it fails to function as a 
trade-mark. 

“The value of a trade-mark 
exists only in the minds of the 
people. It can be found nowhere 
else. It is the public’s willingness 
to recognize this, to remember it 
and to distinguish it clearly from 
everything else, which makes a 
trade-mark effective. Apart from 
that, there is not the slightest 
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value in any trade-mark that may 
be devised. It is only the favour- 
able opinion which the mark sym- 
bolizes that is worth anything at 
all.’” 

Many manufacturers have tried 
to devise a trade-mark which de- 
scribed, praised or recommended 
the product. The owners of such 
a trade-mark may be surprised 
some day to find that the public 
has misunderstood their trade- 
mark and are calling similar prod- 
ucts of other companies by their 
mark. For instance, many people 
in referring to electric refrigera- 
tors say “Kelvinator.” This may 
be all right for a while but wait 
until the courts declare that the 
word has become “publici juris” 
and therefore not registrable as a 
trade-mark. Furthermore, such a 
practice encourages substitution 
on the part of dealers. 

Smith Brothers’ trade-mark is 
an excellent example of a mark 
which properly identifies the prod- 
uct. A trade-mark which performs 
this function is practically in- 
fringement and substitution proof. 

Taken as merchandise, every 
manufacturer has an equal chance 
for his wares. Since they are no 
longer sold loose, but in packages 
or cartons, some physical container 
with appropriate selling value in- 
corporated in the design is neces- 





SELECTING A TRADE-MARK 19 


sary to distinguish “Continental’s,” 
let us say, from “American’s.” It 
is at this point that the trade-mark 
enters as a wedge to force the issue 
of identity and remembrance. 

In short, the trade-mark becomes 
the firm’s distinctive symbol, its 
stamp of integrity and mark of 
identity, the ever re-appearing 
memorandum in the mind of buy- 
ers. It must bear features that 
mark it from competitors, especial- 
ly so since the text of advertise- 
ments for similar products may be 
built along similar lines. Above 
all, the trade-mark must prevent 
error in the choice of products. If 
it does this it may be regarded as 
a good and efficient trade-mark.' 


6. The Ability Not to Become 
Out-of-date. 

This point is really self-explan- 
atory. No business wishes to sell 
very modern products _trade- 
marked with a mark that displays 
the old-fashioned product. No 
automobile manufacturer would 
mark his 1936 car with a trade- 
mark that displayed a 1926 model. 

Substitution is a problem that 
has always confronted the owner 
of a valuable trade-mark. It is an 
evil that is difficult to cure, but in 
most cases it can be prevented al- 
together. 

Two principal reasons have been 
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given for substitution'— one of 
which has already been mentioned 
above in connection with proper 
identification of the product. 

1. The manufacturer, for a vari- 
ety of reasons, does not have the 
goodwill of the trade—dealers de- 
liberately push something “just as 
good”; they prefer to sell other 
products. 

2. The manufacturer permits 
his trade-mark to become a generic 
term. Trade and the public be- 
come accustomed to referring to a 
certain type of product by this one 
trade-mark that has been estab- 
lished by the pioneering manufac- 
turer. Dealers substitute naturally, 
hardly being conscious of their 
offense. The public buys substi- 
tutes unconsciously after having 
been sold on a specific brand by 
the manufacturer’s advertising. 

The way to get around this-sub- 
stitution is to emphasize the trade- 
mark, display it in all advertising, 
sales literature, etc., and in every 
possible other place. 

Referring to “Mule Hide,” a 
trade-mark for a particular brand 
of roofing supplies, the following 
statement was made: “The trade- 
mark ‘Mule Hide’ has adopted a 
prominent place in all advertising 
—every package uses it, window 
displays, dealer helps, dealer iden- 
tification. It is not easy for a 
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dealer to offer a substitute when 
the trade-mark is conspicuously 
displayed.”? 

Also, referring to the success of 
German trade-marks: “The trade- 
mark is an important adjunct to 
the advertising of this firm. The 
mark appears on the package and 
the product itself; it forms an im- 
portant part of the letterhead, 
labels, wrappers, etc. It is promi- 
nently featured on posters and out- 
door signs. It is used in magazine 
and newspaper advertising of the 
company—not buried down in the 
corner of the page—but co-ordi- 
nated to form a unity with the type 
and illustration.” 

The following survey of con- 
sumers’ preference in names should 
be of some assistance to a business 
choosing a trade-mark.? 

In four large cities, psychology 
students visited homes classified as 
middle class, suburban, independ- 
ent, free-buying groups, having 
telephones and frequently domestic 
help. 

The questionnaire and tabulated 
results were as follows: 

“Between the following typical 
names of business firms or prod- 
ucts, judging by the name alone, 
all other things being equal, which 





2PRINTER’S INK, September 26th, 1935. 
Page 40. 


1ADVERTISING AND SELLING, May, 1931. 


2ADVERTISING AND SELLING, June 11th, 
1930. Page 96. 








would you first choose to do busi- 
ness with?” 


1. GROCERIES AND PROVISIONS 


No. 
Alexander & Co. ................ 70 
Purity Market .................. 411 
| I ian sas 20 
2. BANKS 
First National Bank........ 60 
Union Trust Company...... 51 
gg _ 392 
3. CLEANING AND DYEING 
Vogue Cleaners ................ 383 
Manhattan Cleaning and 
Dyeing Company .......... 90 
el eatin A tind 30 
4, CONFECTIONERY 
Mary Ann Chocolates........ 334 


Palace of SweetsCompany 99 
ESR RO TER SESOEE So 61 


5. PHOTOGRAPHERS 
George’s Photo Studio...... 75 


Photocraft Studio.............. 372 
ee 
6. RESTAURANTS AND CAFES 
RS en Ceeee ae 432 
as saad lk 50 
DO MID. 5s asda sicsccasspavboes 21 


The conclusions arrived at were 
as follows: 
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The attractive name appealed al- 
most instantly. 

Not infrequently the students 
would be asked concerning some 
previously well advertised name, 
where the commodity might be 
found now. It was evident that 
the name lingered in the mind. 

In all of the answers noted, the 
bank names were practically neu- 
tral. This would seem to indicate 
that a big firm that stood for safety 
and size does well if possible to 
choose a name suggesting that. 

The suggestive names were far 
more popular than the name which 
suggested nothing. It seems to be 
evident that the most popular 
choice for the new name to be 
chosen for a commodity or store 
would be one having the additional 
value of pleasant and agreeable 
suggestion. 

In conclusion, a good trade-mark 
from the marketing point of view 
should be easily remembered, be 
easily pronounced, be appropriate 
for the product and the company, 
properly identify the product, be 
easily read, have distinction and 
flexibility, and the ability not to 
become out of date. Furthermore, 
to make a trade-mark effective and 
substitution proof it should be 
emphasized and advertised pro- 


perly. 














STOCK PURCHASE PLANS IN BUSINESS LIFE 


INSURANCE 


ANGUs P. HUNTER 


HE uses of business insurance 

to be described in this article 
are more particularly those con- 
cerning a close corporation. This 
form of organization may be de- 
fined as a corporation in which the 
stock is entirely held by a few indi- 
viduals who are active in the man- 
agement of the business.1 Many 
close corporations are virtually 
partnerships or proprietorships 
except for the fact that they pos- 
sess corporation charters and thus 
do not cease to exist upon the death 
of one of their owners. 

One of the greatest problems 
faced by a close corporation per- 
tains to the disposition of the stock 
owned by a stockholder at his 
death. Since all of the stock is 
often held by only three or four 
individuals, it is the desire of many 
such corporations that this stock 
always remain in the hands of the 
original holders or of those who will 
survive. This desire is a result of 
the fact that the death of a stock- 





1Simon, L. G., BUSINESS INSURANCE. 
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holder in a small corporation may 
precipitate a crisis in the affairs of 
the organization, if an adverse in- 
terest is introduced in his stead. 
In the absence of a plan whereby 
the deceased’s stock can be retained 
by the survivors, this stock auto- 
matically passes to those whom he 
has designated under his will. The 
subsequent owner may have no in- 
terest in the particular line of 
business, or else, what is more im- 
portant, may have no business abil- 
ity and yet will exercise the power 
inherent in the stock, usually to 
the detriment of the corporation 
operations. There is also the pos- 
sibility that the new stockholder 
will have interests opposed to those 
of the original owners. 

If the decedent owned a major- 
ity of the stock of the corporation, 
the wishes of the new stockholder, 
as to the selection of the officers 
and directors and the policy of the 
corporation, would control. Even 
if the amount of the stock involved 
were not large, a hostile stock- 
holder may do untold harm. Not 
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only will the personal relations with 
the officers and directors be acri- 
monious and bitter, but the prog- 
ress of the business of the corpora- 
tion is sure to be retarded. The 
vitality of the corporation is 
destroyed. Stagnation follows and 
the business languishes or dies.* 

In order to assure the retention 
of all the outstanding stock of a 
close corporation in the hands of 
the survivors when one of the 
stockholders dies, a written agree- 
ment is formulated by the stock- 
holders, providing for the purchase 
of a dead owner’s stock by those 
who remain. This is made possible 
by the use of life insurance, which 
immediately furnishes the neces- 
sary funds for the purchase when 
such a death occurs. The insurance 
is arranged on the lives of the in- 
dividual stockholders in amounts 
equaling the value of their hold- 
ings. The policies, together with 
the written agreement, are then 
deposited with a trustee, the latter 
being responsible for the execution 
of the agreement when the need 
arises. Such an agreement de- 
scribes in detail the method by 
which the value of the holdings of 
the deceased stockholder is to be 
determined and the steps to be 
taken by the trustee in collecting 
and using the insurance proceeds of 





1Scully and Ganse, BUSINESS LIFE INSUR- 
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the policies in payment of the pur- 
chase price of the stock which 
passes to the survivors. 

It is extremely important that 
life insurance be used as the moti- 
vating power in the stock purchase 
plan of a close corporation. The 
purchase price might perhaps be 
obtained in the form of a loan at 
the time of death of one of the 
stockholders, but this would prob- 
ably mean a long-term obligation 
which would be a heavy burden on 
the corporation and which might 
prove disastrous to the future suc- 
cess of the business. Furthermore, 
it might be impossible to obtain a 
loan at the desired time because of 
unfavourable business conditions, 
and, if the required amount were 
large, the corporation’s credit 
standing might not justify such an 
advance of funds. The possibility 
of having sufficient ready cash in 
the corporation’s treasury is very 
remote, and, even if this situation 
existed, the stockholders would 
have simplified matters by paying 
for life insurance over a number of 
years, rather than risking a sudden 
disastrous drain of cash from their 
working capital. 

The value of a written rather 
than a verbal agreement cannot be 
stressed too strongly in the oper- 
ation of a stock purchase plan. The 
advantages to be gained by a formal 
agreement are developed further in 
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the section pertaining to this sub- 
ject as are the benefits of employ- 
ing a trust company to act as trus- 
tee. It is sufficient at this point to 
state that an agreement in writing 
at the beginning will eliminate any 
possible misunderstandings and will 
assure the ultimate success of the 
program. 

The interests of the deceased 
stockholder’s family are most ad- 
vantageously served by a _ stock 
purchase plan, supported by life in- 
surance. Generally speaking, the 
family is more interested in realiz- 
ing the cash value of the deceased’s 
stock than in holding the latter and 
taking an active part in the affairs 
of the company. A few exceptions 
would exist, of course, where a son 
had been trained to take his 
father’s place in the management. 
In the greater number of instances, 
however, the family is very anxious 
to turn the stock into cash, and, 
since there is no general market for 
the stock of a close corporation out- 
side of the remaining group of 
stockholders, the problem of such a 
conversion becomes a very real one. 
Therefore, when the family of the 
deceased desires to realize the value 
of the stock and the company wants 
to keep the stock away from out- 
side interests, it is only natural that 
a purchase plan should be formed 
that transfers it from the de- 
ceased’s estate to the remaining 
stockholders in return for a cash 





consideration which passes to the 
deceased’s survivors. Life insur- 
ance proves its great worth in such 
an instance by providing the pur- 
chase price at the time when it is 
needed most to satisfy the wishes 
of the two groups involved. 


Policy Form 

The most advantageous form of 
insurance to use with a purchase 
plan of a close corporation is 
usually an ordinary life policy. The 
features of this type of policy, in- 
cluding permanency and a low net 
cost over a period of years, nearly 
always occupy a position of suffici- 
ent importance to cause a corpora- 
tion to decide upon such insurance 
for its stock retirement needs. 

Occasionally the stockholders of 
a close corporation desire to have 
their policies paid up as soon as 
possible for some particular reason, 
peculiar to its circumstances. In 
such an instance, limited payment 
policies will be found capable of 
carrying the plan to a successful 
conclusion. When the participants 
in a stock purchase plan are of ad- 
vanced ages, however, limited pay- 
ment policies are usually too ex- 
pensive for practical use. 

There are also some close cor- 
porations in which certain stock- 
holders wish to retire after a cer- 
tain period of time. For example, 
this period may be twenty years, 
and, to fit such circumstances, a 
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twenty - year endowment policy 
could be beneficially utilized. The 
policy would be carried on the 
stockholder desirous of retirement 
and at the expiration of twenty 
years it would provide the funds 
for the purchase of his stock. In 
the event of his death before 
twenty years have elapsed the 
stock purchase plan would operate 
in the usual manner by providing 
the funds at the time of death. In 
this situation business life insur- 
ance again offers both life and 
death benefits. 


Amount of Protection 


In close corporations, whose cir- 
cumstances present no complica- 
tions in regard to the various stock- 
holdings and the insurability of the 
stockholders, the method of de- 
termining the amount of insurance 
to be carried may be stated in com- 
paratively simple terms. The 
policies under these conditions will 
correspond in amounts to the hold- 
ings of the respective stockholders. 
The ordinary procedure is then to 
increase the amounts of the policies 
in subsequent years as the value of 
the stock increases, in order that 
the purchase plan may operate ac- 
cording to the real worth of the 
holdings of the stockholders when 
a death occurs. 

There are various difficulties to 
be overcome, however, in regard to 





the types of risks which the stock- 
holders represent, or, in other 
words, the insurability of the men 
involved. For instance, one or more 
of those to be insured may be in 
certain states of health or of cer- 
tain ages which cause them to be 
treated as substandard risks, or 
perhaps result in a refusal to in- 
sure them at all. Where a sub- 
standard risk exists the amount of 
insurance carried on the person in- 
volved should be in excess of the 
value of his holdings at the time 
of the policy’s inception. This will 
anticipate an increase in the value 
of his stock and will avoid a dis- 
crepancy in later years if such an 
increase takes place and further 
insurance is impossible, either be- 
cause of complete uninsurability or 
prohibitive cost. Even with a 
standard risk it is advisable to 
place as much insurance as possible, 
since there is no guarantee that the 
man will continue to constitute a 
standard risk. This also anticipates 
an increase in the value of the 
stock, as well as providing suffi- 
cient insurance while its cost is at 
a reasonable level. 

When one of the stockholders is 
absolutely uninsurable, some other 
medium than life insurance must 
be used to provide a purchase price 
for his stock at death. Although 
uninsurability would seem to place 
an obstacle in the path of a stock 
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purchase plan, this difficulty may 
be surmounted by means of a sink- 
ing fund. As L. G. Simon sug- 
gests,’ in the case of three stock- 
holders, of whom one is uninsur- 
able, life insurance policies can be 
carried on the two insurable mem- 
bers. The third stockholder then 
sets aside annually, in a separate 
sinking fund, an amount equaling 
the premium payments on these 
two policies, or in proportion to the 
stock held. It is advisable to have 
the sinking fund payments made to 
a trust company, as trustee, and to 
bind this arrangement with a writ- 
ten agreement. This eliminates 
any temptation on the part of the 
company to use these accumulated 
funds for a current emergency. The 
sinking fund method is inferior to 
the insurance plan because of the 
small amount of money available in 
the event of death a short time 
after the commencement of the 
plan, in comparison with the full 
amount which is provided through 
insurance. If it is necessary to use 
a sinking fund, however, because of 
uninsurability, the proceeds will at 
least furnish an initial payment on 
the stock, thus putting the pur- 
chase plan into operation. Full pay- 
ment may then be completed by 
further instalments in the future. 


Method of Evaluation 
There is also the problem of de- 
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termining the method by which the 
total value of the corporation is to 
be determined and accordingly the 
value of the interests held by the 
several stockholders. Four meth- 
ods most commonly used in this 
connection are outlined by R. M. 
Haultain,! and these will be de- 
scribed here. First, the stockhold- 
ers can use the value decided on as 
a result of the last inventory, that 
is, the book value. This valuation 
will apply until it is amended from 
year to year. Second, the trustee 
may be instructed to provide for a 
special inventory to be taken a cer- 
tain time after a death occurs. 
Such a valuation will be accepted 
by the survivors, this provision 
being incorporated in the written 
agreement. Third, the average net 
earnings over a period of years may 
be capitalized at an agreed rate. 
Finally, a special inventory may be 
taken jointly by a representative of 
the deceased’s estate, of the surviv- 
ing partners. and of the impartial 
trustee. 

Mention should be made of the 
valuation of goodwill when the 
value of a company is being consid- 
ered. Goodwill is very important 
in many concerns and becomes 
more important when the company 
concerned is particularly success- 
ful. The excess of earnings over a 
fair return on capital usually indi- 





1Haultain, R. M.. How to MAKE Your 
BUSINESS LIVE. Pages 88-90. 
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LIFE INSURANCE 


cates the presence of a certain 
amount of goodwill, but it is diffi- 
cult to determine accurately the 
real value represented by this asset. 
The method of valuation suggested 
by R. M. Haultain’ is to name a 
reasonable return on capital, such 
as six per cent, subtracting the 
figure arrived at from the average 
net earnings over a period of years. 
The resulting amount is then multi- 
plied by the number of years in the 
future which is chosen by the 
stockholders as the right figure for 
the type and characteristics of the 
business in question, the figure ob- 
tained being the estimated value of 
goodwill. Since the agreement is a 
friendly one among individuals 
having the same interests, the 
choice of the number of years is not 
likely to caues a dispute, as might 
be the situation if an outside buyer 
were to enter the picture. 

A properly drawn agreement 
should not state a particular value 
to be placed on goodwill indefinitely. 
Instead of such an arrangement, a 
goodwill valuation method should 
be included, such as the one de- 
scribed above, to be used at the 
time of death of one of the stock- 
holders. It is not known when a 
death will occur and thus the pres- 
ent value of goodwill is probably 
far different from the value at the 


time the purchase plan will be put 
into operation. 


Premium Payments 


When financing a stock purchase 
plan for a close corporation by 
means of life insurance, the inter- 
ested persons must consider certain 
legal aspects in regard to the pay- 
ment of premiums on the policies. 

Since it is illegal, generally 
speaking, for a corporation in 
Canada to trade in its own stock, 
the individual stockholders should 
not make the premium deposits on 
life insurance policies which are 
carried for stock purchase pur- 
poses. This is quite different from 
life insurance carried for credit 
purposes or for replacement of 
executive services in which in- 
stances it is proper for the corpor- 
ation to make the premium pay- 
ments. 

In addition, the method of mak- 
ing the premium payments to be 
used by the stockholders should be 
carefully planned. Canadian law 
provides that proceeds of insurance 
policies are liable to Succession 
Duty to the extent to which the 
premiums have been paid by the 
deceased. It is important, therefore, 
that none of the parties should pay 
the premiums on the policy on his 
own life, because, if he does, the 





1Haultain, R. M., How To MAKE Your 
BUSINESS LIVE. Pages 95-96. 





1Haultain, R. M., How To MAKE YouR 
Business Live. Pages 157-8. 
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proceeds of the policy, as well as 
the value of his interest in the 
business, may become taxable at 
his death.1 This difficulty may be 
overcome in some provinces in an- 
other manner. This plan includes 
the appointment by each stock- 
holder of his estate as beneficiary, 
payment of his own premiums, and 
the assignment of the policy to the 
trustee under the agreement.? The 
use of this arrangement will depend 
on the law governing the territory 
involved. 


Beneficiaries 


There are four different groups 
or interests which may be named 
beneficiary in a stock purchase 
plan. First, the proceeds of the 
policy carried on the insured may 
be payable to the corporation. 
This plan, however, increases the 
assets of the business and thus in- 
creases the inheritance tax on the 
decedent’s interest, since the lat- 
ter is also increased. A second 
possibility is to name the insured’s 
estate or beneficiary as the recipi- 
ent of the proceeds. This is also 
disadvantageous, since the de- 
ceased’s family, having received the 
insurance proceeds, may refuse to 
return the stock certificates to the 





1Sheard, T., THE ADMINISTRATION OF 
ESTATES. Pages 131-2. 


2HAULTAIN, R. M., How TO MAKE YOuR 
BusINess Live. Pages 133-4. 


corporation, contending that such 
was not the purpose of the insur- 
ance. It should be mentioned at 
this point that, if this plan is used, 
the stock in question should be held 
in escrow by the corporation. Third, 
the surviving stockholders are 
sometimes named beneficiaries, and, 
although this arrangement is 
usually satisfactory, there is a pos- 
sibility that the survivors will not 
use the money as intended, espe- 
cially if business conditions are 
bad. The result would then be very 
distasteful to the family of the 
deceased. The final and most ad- 
vantageous method of taking care 
of the proceeds is to have the latter 
made payable to a corporate trustee 
(trust company). Under this plan 
an impartial treatment of all de- 
tails is assured, including a fair 
valuation of the deceased’s interest. 
The stock involved should be held 
by the trust company, in order that 
it may be transferred to the proper 
shareholders at the same time the 
money is given to the deceased’s 
family. There is then no oppor- 
tunity for dishonest practices on 
the part of any interested parties. 
In conclusion, the method of dis- 
posing of the policies of insurance 
on the lives of the surviving stock- 
holders should be mentioned. Since 
these have been paid for in part by 
the deceased, his estate has an in- 
terest in them. A fair arrange- 
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ment, suggested by T. Sheard, is 
to give the survivors options of 
purchasing the policies on their 
lives which were paid for by the 
deceased. The price of the policies 
would be equal to the cash surren- 





1Sheard, T., THE ADMINISTRATION OF 
EsTATES. Pages 133-134. 


der values. If, however, the sur- 
vivors involved do not want to keep 
the protection of the insurance, the 
policies can be actually surrendered 
with the proceeds going to the 
estate. 











MUNICIPAL FINANCING 


KENNETH ROTH 


ANY municipalities are ex- 
periencing financial difficul- 
ties, but fortunately there are few 
that actually are defaulting on pay- 
ments of interest or bond principal. 
Speakers and writers are always 
referring to these latter, and advo- 
cating methods for their rehabilita- 
tion. In this article the problem is 
considered more generally by point- 
ing out the reasons for difficulties 
of any sort, and a possible way out 
of the trouble. Rather than con- 
sider individual instances, it gath- 
ers together proposals advanced in 
the last few years and presents 
them as generalities. The article 
moves away slightly from the prob- 
lem of municipal debt, but this 
problem looms directly behind any 
discussion of municipal affairs. 

In fact, the most serious cause 
of difficulty in financing is over- 
capitalization. Most of the locali- 
ties in default have expanded too 
rapidly, and now are unable to con- 
tinue repayment of the borrowing. 
Taxpayers keep clamouring for im- 
provements, but there is a maxi- 
mum limit to the amount they are 
willing or are able to pay as taxes. 


When there are too many perma- 
nent improvements, the future 
councils experience difficulty in 
carrying on the ordinary services 
needed as the fixed expenditure for 
repayment takes too large a por- 
tion of the taxes. This does not 
hold true where the asset produces 
revenue sufficient to finance itself. 
Here it is quite sound to expand as 
long as the improvements finance 
themselves, and as long as no great 
injustice is done to some of the tax- 
payers now engaged in supplying 
the service to be provided by the 
municipality. It is interesting to 
notice that most of the defaulting 
communities are on the American 
border, e.g., Niagara Falls and 
Windsor, or are adjacent to a large 
city, e.g., the townships near To- 
ronto. These places have sprung 
up because of their strategic posi- 
tion, but they have risen too 
rapidly. Growth, to be stable, must 
be steady and firm. 

When tax receipts fall and the 
taxpayers refuse to accept a cur- 
tailing of expenditures, the town 
council presents an unbalanced 
budget. No serious harm results 
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if the following year’s budget con- 
tains this previous deficit and still 
balances. But when the budgets do 
not balance year after year, and 
the council funds the deficit, it is 
not many years before the munici- 
pality is unable to borrow any 
more. Each addition to the debt 
increases the deficit for the coming 
year by the amount of the new 
interest charges plus the repay- 
ment instalment and the debt 
becomes unwieldy. During the past 
depression, municipalities with un- 
balanced budgets made up the 
deficit by neglecting to keep up the 
sinking fund payments. This is a 
way out of the problem momen- 
tarily, but as the sinking fund 
bonds come due, the problem re- 
turns tenfold. Large government 
units exist for long periods of time 
with unbalanced budgets year after 
year, but only because their size 
blinds the public to their inability 
to pay back their outstanding debt. 
A municipality, however, deals in 
amounts of money more easily 
understood, and the disaster com- 
ing with succeeding unbalanced 
budgets is apparent. 

Many of the smaller municipali- 
ties, and a few of the larger ones, 
are experiencing difficulties because 
of inefficient administration, the 
former because of an inability to 
pay better men and the latter be- 
cause of political influences or an 
unwillingness to pay higher wages. 
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A tax collector handling one or two 
hundred thousand dollars received 
$500.00 as salary, which equals 
between half and one per cent. com- 
mission for collection. The council 
is theoretically the governing 
body, but in actual practice the ad- 
ministrators, such as the Clerk and 
the Treasurer, devise the major 
policies, and set the ordinary 
routine operations in motion. A 
man needs a long period of training 
in finance and general business 
before he can effectively carry on 
the duties of a municipal office. He 
acquires his knowledge of munici- 
pal law slowly. To apply to a more 
efficient type of individual, the wise 
municipalities are offering higher 
wages than formerly, assuring 
themselves of better administra- 
tion. 


Many are the places where in- 
efficiency in management is evi- 
dent. Constantly, individual tax- 
payers appeal to the Court of 
Revision to consider the assess- 
ment value of their property, ask- 
ing for a change if the Court 
recognizes the need. The assessor 
often makes errors in his valuation, 
especially with large buildings 
where the tendency is to keep the 
amount low. This is to the advan- 
tage of the municipality and its 
taxing power, as well as to those 
assessed correctly. Conversely an 
over-valuation works a hardship 
directly on the person assessed. 
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Such inequity in assessment, a com- 
petent assessor eliminates, if he 
works according to standard and 
sound practices. On occasion, a 
municipality includes non-revenue 
producing assets in the assessment, 
such as the City Hall, and the 
churches, but the assessment roll, 
to reflect the tax-paying ability of 
the municipality, contains only 
those parcels of property taxable. 
Most progressive communities 
are constantly on the lookout for 
new industries to locate there, and 
help absorb the unemployed popu- 
lation, as well as bring additional 
business to the town as a whole. 
Boards of Trade and Chambers of 
Commerce strive to interest pros- 
pective factory builders. In their 
hope of acquiring these concerns 
some municipalities make large 
concessions to them. The promise 
of a low assessment, the complete 
exemption from taxes for a period 
or even the granting of a free site 
are typical cases. The village of 
T————— purchased a desirable 
piece of land, which it presented to 
an incoming firm, the Vitamin Mill- 
ing Company. On the strength of 
this patronage, the promoters sold 
a considerable amount of stock in 
the venture. Unfortunately for 
village and townspeople, the first 
sod dug on the property became the 
last sod, and the “hoped-for” fac- 
tory never materialized. Many 
other towns have experienced simi- 





lar occurrences. Even if the indus- 
try does begin operation, it is 
doubtful whether the benefits to 
the community are very large. 
Then, again, few large corporations 
decide on the location of their fac- 
tory because of concessions offered 
by the various towns considered. 
Even more foolhardy are those 
councils who have subsidized busi- 
nesses or guaranteed their securi- 
ties or general liabilities. There 
can be no more foolhardy use of the 
taxpayers’ money. 

After subsidizing industries for 
some time, a municipality may re- 
ceive the machinery, buildings, and 
goodwill of a defunct business. 
Where this occurs, a municipality 
should dispose of it as soon as 
possible, as it is not qualified to 
operate an enterprise of this sort. 
An industry that cannot continue 
profitably under private ownership, 
will do no better under public con- 
trol without large subsidies. 

Municipal officers cannot build 
capital works of too expensive a 
type. The young or moderately 
well-financed community must 
build schools, roads, bridges, etc., 
in keeping with its stage of de- 
velopment. It is very easy to be 
over-optimistic of the future, and 
blindly carry on public works on a 
grand scale as administrators fail 
to foresee depressions with their 
tax arrears and relief expenses 
when the taxpayers can no longer 
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afford the superb improvements 
provided during a prosperous 
period. 

During the times of prosperity, 
the property owners easily pay 
their taxes, and the council needs 
to provide little in the way of col- 
lection machinery. But, with a 
decline in business activity, the 
taxpayers wait until the very last 
day to remit their taxes, and often 
neglect to pay them for some years. 
Taxes are considered as one of the 
last-claims on a person’s revenue, 
whereas they should be considered 
as the first. The municipal officers 
remain lax in their methods of col- 
lection, neglecting to enforce the 
final payment dates, and further 
neglect to charge penalties for 
overdue taxes. 

At the first of a depression, the 
tax collector is lenient, hoping for 
an immediate return of prosperity 
when the people regain their tax- 
paying ability. But as the depres- 
sion continues, it becomes difficult 
to enforce more strenuous methods 
of collection. Tax arrears mount 
rapidly, necessitating higher and 
higher mill rates to carry on the 
government. When it becomes 
possible to hold tax sales, many 
municipalities refuse to hold them, 
hoping for a revival of business. 

Municipalities should institute a 
strict program of tax collection, and 
adhere to it closely. Taxes are pay- 
able on the date due, and the collec- 
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tor imposes a penalty when the 
property-holders are delinquent in 
payment. After the required num- 
ber of years, the town treasurer 
should hold his tax sale, offering 
the property to the highest bidder, 
subject at all times, of course, to 
the statutory limitations. 


The Ontario Statutes require 
municipalities to prepare an esti- 
mate of the income and expendi- 
tures annually. They all attempt 
this, but they do not carry it to 
completion. Efficient councils plan 
their expenditures so well that they 
are able to estimate quite accurate- 
ly how much they must raise by 
taxes. With a correct budget, there 
is a lessening of the possibility of 
financial difficulties, barring unfore- 
seen catastrophies. A planned 
series of expenditures is preferable 
to paying out of cash until the bank 
finally protests. The council should 
prepare this budget early in the 
financial year to allow the various 
committees to spend their alloca- 
tions according to the budget as 
early as possible. 

A certain cause of difficulty is 
the continued funding of deficits 
arising from an unbalanced budget. 
An individual can exist for only a 
short time without paying his bills, 
as his credit doesn’t compare with 
that of a municipality, which is 
able to borrow for a rather long 
period before people refuse to lend 
it more. In fact, they continue 
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to borrow until they default on 
interest payments, or repayment 
of principal. Linked closely with 
the funding of deficits is the bor- 
rowing of large amounts from the 
banks for short periods in anticipa- 
tion of future income or of perma- 
nent financing. The bank rate of 
interest is too high, and with a rea- 
sonable amount of foresight, other 
methods of acquiring the money 
are possible. Instalment collection 
of taxes or tax repayment 
schemes provide most of the funds 
needed during the year. With the 
financing of improvements, it is pre- 
ferable to provide for permanent 
financing as soon as possible. 
Many administrations think too 
much of the voters when preparing 
the estimates for the coming year. 
The voters want as many services 
as possible, but they are quite un- 
willing to pay for them in increased 
taxes. There was an instance in a 
township in Southwestern Saskat- 
chewan where a frugal reeve at- 
tempted to bring his constituency 
out of debt. When he was elected, 
the situation appeared hopeless, 
but within one year he balanced the 
budget, even with reduced taxes, 
and reduced the bonded indebted- 
ness considerably, entirely through 
economical methods of spending. 
He eliminated very few of the for- 
mer services. But those he did 


eliminate influenced the voters suf- 
ficiently to cause his defeat at the 
next election, providing a successor 





who fostered the practices of for- 
mer years. 

This is a strong argument for the 
granting of more power to the 
permanent officials, who may neg- 
lect the voters’ view on the changes. 
However, at present, the council 
must ratify any proposal of their 
officers by passing it, and they are 
in danger of reaping the bad favour 
of the taxpayers. A news story 
telling of the author of the idea 
would eliminate the council from 
much of the blame. The best rem- 
edy for inefficient administration is 
the education of the voter in mu- 
nicipal affairs, resulting through 
him in better representatives to the 
council. The council, in turn, 
should demand better-trained offi- 
cials of a high quality, and be will- 
ing to pay for these services in a 
degree similar to what industry 
pays for them. The best individuals 
are not in government service now 
because the positions are not as 
lucrative as those in private enter- 
prises. 

“It is now the urgent duty of all 
public officials to make a careful 
study of their respective duties, 
powers and responsibilities, with a 
view to becoming more proficient in 
the performance of their public 
work. There has been much laxity 
in following the statutory require- 
ments for handling of public finan- 
cial affairs.””? 


1From “Kansas Municipalities.” Quoted 
in MUNICIPAL WoRLD, March, 1933. 
Page 60. 




















Turning to more general causes 
of financing difficulties, it is evi- 
dent that if our municipal credit is 
to be maintained, there must be 
greater control over expenditures 
for education. There has been some 
reduction, but on the average, forty 
dollars out of every hundred dollars 
received by the municipality is 
spent for educational purposes. 
Since 1914 the cost of education in 
Canada has increased by 275 per 
cent. Unfortunately the debt 
charges resulting from the con- 
struction of too elaborate buildings 
are fixed, but the balance of school 
expenditures in most municipalities 
may be reduced. Mr. Thomas 
Bradshaw, a prominent municipal 
expert, expresses this opision: 
“There is no gainsaying the fact 
that the more enlightened a com- 
munity the better is the character 
and intelligence of its citizenship. 
Few would deny that our children 
should be well equipped for the 
battle of life. But is it not a fact 
that we have gone too far in the 
erection of super buildings to carry 
on our academic work? Have we 
not incorporated in these buildings 
and the grounds surrounding them, 
services and facilities which are not 
absolutely essential in acquiring a 
sound education?! 


The school boards should realize 





1Thomas Bradshaw, “Address to Ontario 
Municipal Association,” 1932, MUNICI- 
PAL WORLD, 1933. Page 278. 
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that income has decreased con- 
siderably during the depression, and 
should plan rigid economy pro- 
grams. The school board has al- 
ways prepared its estimates and 
presented this to the higher gov- 
erning authority, the council, who 
in turn provided for these proposed 
expenditures in the tax levy. Often 
the school board receives all of 
their requisition while the tax re- 
turns may be only eighty per cent. 
of the levy. The time should come 
when municipalities can pay to 
their school boards, each year, only 
that portion of the school levy 
which has been actually collected in 
that year. 

The burden of relief charges 
causes a great hardship to the mu- 
nicipality, as well as to the pro- 
vincial and federal governments. 
When people are out of work and 
with no means of support, they 
must be taken care of by the tax- 
payers at large. But because the 
governments are fostering this 
service, there should be no possi- 
bility of waste or inefficiency. Re- 
lief administration should be 
carried out in a businesslike man- 
ner, with no opportunities for graft, 
or the provision of help to those 
who are undeserving. Rigid in- 
spection of relief recipients and of 
officers is constantly necessary. 
When the relief charges cannot be 
met during the year, a small por- 
tion may be funded, but never more 
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than fifty per cent., and maturity 
of the bonds should be within five 
years. 


The extent of the difficulties is 
mirrored in the debt and tax fig- 
ures. When the gross funded debt 
assumes huge proportions, danger 
will appear in the near future, or 
troubles the administrators at the 
moment. With a large debt is a 
corresponding interest charge that 
must be met annually along with 
the instalments needed for repay- 
ment. The long-term debt of Cana- 
dian municipalities has been in- 
creasing rapidly. At the end of 
1934 it had reached the huge total 
of $1,452,850,565.00, an increase of 
almost 100 per cent. since 1919, 
when the debt was $729,715,148.00. 
About the best comparison with 
this is the increase in municipal 
assessment. The total taxable 
assessment in 1922 (the earliest 
complete statistics) was $7,688,- 
895,424. In 1933 it stood at 
$8,629,004,402, an increase of 12 
per cent. While the increase would 
be slightly greater in the period of 
1919 to 1934, not an amount near 
that of the debt. The future is 
mortgaged to an extent that it can 
scarcely stand. 


In addition to this debt there is 
the increasing charge for interest 
and repayment of principal. “The 


average annual debt service charge 
is approximately seven per cent. of 





the debt.”! On this basis, in 1919, 
there was collected from the tax- 
payer $50,000,000; in 1934 no less 
than $100,000,000,— again an in- 
crease of 100 per cent. It is time 
that munieipalities began a pro- 
gram of reduction of debt, at least 
of the incurring of no more new 
debts than are retired each year. 
If some such policy is not instituted 
and carried out, the record of our 
municipal securities would seem to 
be in grave danger. 

Taxes are interwoven with every 
phase of municipal finance. As 
business slows down, tax collections 
drop, causing unbalanced budgets. 
These deficits bring about addi- 
tional long-term financing with the 
resulting increase in fixed annual 
expenses. A poor record from fail- 
ure to collect taxes promptly effects 
municipal credit. A shrewd munici- 
pal investor questions first the per- 
centage of current year’s taxes paid, 
and then the percentage of tax 
arrears. 

When the government takes con- 
trol of a municipality experiencing 
difficulty, it institutes rigid econo- 
mies plus increases in taxation. The 
economies come from a limitation 
in many of the services provided 
and from salary cuts. These limi- 
tations often hinder various busi- 
ness concerns, but with wise ad- 
ministration, their effect is lessened. 





1Thomas Bradshaw, MUNICIPAL WORLD, 
November, 1938. Page 221. 











The publicity acquired from de- 
fault helps no municipality, and no 
person living in the community. 
The inefficient administration, caus- 
ing the difficulties, reflects upon the 
whole body of voters. 

The tax rate in most instances 
rises unless a new administration is 
able to slash expenditures suffi- 
ciently, to carry on the debt 
charges. With every addition to 
the debt, the tax rate must neces- 
sarily rise, assuming the continu- 
ance of all services. 

It will be years before the invest- 
ing public will have confidence in 
those municipalities now in default. 
They must prove their ability and 
willingness to carry on with bal- 
anced budgets in which they in- 
clude all debt charges. But even 
then, the presence of the over- 
expensive improvements, such as 
the Windsor Schools, will detract 
from the credit standing until they 
are completely amortized. With 
respect to larger taxing authorities, 
some say that the investors forget 
the losses quickly. This may hold 
true, but no municipality now in 
default will receive cheap money 
until it definitely proves its ability 
to pay. 

A discussion of municipal debt 
and its attendant difficulties would 
not be complete without an attempt 
at pointing the way out of the 
problem. Those municipalities actu- 
ally in difficulty need drastic meas- 


MUNICIPAL FINANCING 








37 


ures of correction, and the remain- 
der, while they could continue effi- 
ciently as at present, may institute 
these suggestions to hasten debt 
reduction. Conventions, associ- 
ations, and individuals, endorse 
these principles wholly or in part, 
time after time, but many munici- 
palities neglect them _ entirely. 
This becomes merely another at- 
tempt to emphasize their value. 
The major source of income of a 
municipality is the tax levying 
authority. When this source be- 
comes clogged, the council experi- 
ences numerous financing difficul- 
ties. By increased efficiency in the 
collection of taxes, the delinquency 
of payment is minimized. Rigid en- 
forcement of all the powers granted 
by statute concerning penalties 
and tax sales raises collections. 
By spreading the receipt of the 
taxes over the entire year the need 
for current borrowing is lessened. 
The instalment method of collec- 
tion is advisable, with May Ist as 
a possible date for the first pay- 
ment. When the instalment scheme 
fails, the more expensive method of 
tax prepayment collects most of the 
taxes. The rate of interest allowed 
needs to be a little more than the 
savings deposit interest rate. The 
council, citizens, and newspapers, 
may do much with a well-organized 
plan to popularize the prompt pay- 
ment of taxes. All administrators 
should remember, as well, that the 
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lower the rate at which the levy is 
set, the greater will be the percent- 
age of taxes collected. 

As has been so well publicized by 
the present Ontario Government, 
all municipalities should strive to 
achieve a pay-as-you-go policy. 
Balance the budget annually with- 
out increasing the bonded debt. In 
unstable times, it is easier to at- 
tempt to reduce current and capital 
expenditures than to raise taxes. A 
combination of the two results in 
a balanced budget. For small mu- 
nicipalities it is impossible to pro- 
vide for some of the large improve- 
ments in the annual levy, as the 
tax rate would vary greatly from a 
standard figure to one impossible 
of collection. But the cost should 
be funded over as short a period 
as possible, and serial bonds should 
be used. Improvements such as 
streets and curbing, might, how- 
ever, be provided year by year. It 
may be poor financing from the 
standpoint of equity of repayment, 
but it is definitely conservative. 
One type of expenditure that 
should be paid annually is that for 
direct relief. In attempting to 
institute a pay-as-you-go policy, the 
preparation of more accurate bud- 
gets aids greatly. It enables the 
administration to readjust the ex- 
penditures promptly in accordance 
with changing conditions. The 
earlier the budget is prepared, 
January 3lst for example, more 


easily the collection of the year’s 
revenue may be made to synchron- 
ize closely with the year’s expendi- 
tures. 

The assessment, the basis of the 
whole municipal structure, must be 
entirely revenue producing and 
quite sound. Properties of delin- 
quent taxpayers should be elimi- 
nated yearly, and the roll freed 
from dead assessment. As well, 
provision should be made in the 
budget for non-collectible taxes. 
The assessor should receive instruc- 
tions along these lines, and carry 
out his purging of the assessment 
roll. 

In the United States, there is 
much publicity at the present, with 
respect to new systems of adminis- 
tration. Some of these plans are 
in use in Canada. We have in- 
stances of City Managers, Commis- 
sion Managers, and others. Most of 
them are installed when some emer- 
gency arises. Fundamentally, they 
are little removed from the present 
system in use in Ontario, as they 
all are supported by the deliber- 
ations of the council, though there 
is a possibility that these deliber- 
ations are neglected more readily 
with a new form of administration. 
But under most circumstances the 
council and officer type of govern- 
ment is able to carry on the oper- 
ations effectively and efficiently, if 
the entire personnel, both perma- 
nent and elective, are well chosen. 
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In almost every Canadian prov- 
ince there is a system of control 
by the provincial authorities over 
the municipalities. Here in On- 
tario, the Ontario Municipal Board 
Act provides for active supervision. 
There is a permanent Department 
of Municipal Affairs in charge of a 
Minister and a Deputy Minister 
that has extensive statutory power 
over the municipalities. Their 
main duty consists in examination 
of the workings of the local govern- 
ments, and providing for restric- 
tions and powers to be given them. 
At the present they are actively 
supervising the affairs of those 
communities that are experiencing 
difficulties. It is proof of the 
strength of the system that all 
these are now improving. A sub- 
sidiary of the Department is the 
Ontario Municipal Board, a group 
of learned municipal men who give 
permission for all courses of action 
that the statutes do not provide 
automatically. They act as a court 
of appeal in the interpretation of 
the ponderous municipal acts. 

The Department of Municipal 
Affairs has been attempting to 
standardize the annual statements 
provided by the auditors, and the 
accounting procedure used by the 
municipalities. Many small town- 
ships and villages are using ac- 
counting methods that consist of 
little more than a cash book and a 
bank book. The auditing of such 
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accounts is practically impossible, 
and the annual statement presented 
is very incomplete. An efficient 
and uniform method of accounting 
is advised for all municipalities of 
a similar type. With poor account- 
ing records, a municipality may be 
in a poor position without realizing 
it. If all Treasurers would fur- 
nish the Department with the re- 
quired statistics, quickly and cor- 
rectly, they would provide the 
investing public with a concise 
summary of the financial positions 
of all municipalities in a form suit- 
able for comparisons. But, at 
present, the statistics are published 
a year late, and are of little value to 
investors. The City of Hamilton is 
providing investors with a welcome 
service monthly, when it prepares a 
statement of the tax receipts. Any 
municipality progresses on the 
basis of the tax collectors. 

The Department of Municipal 
Affairs, at the present, aids the 
municipalities immeasurably by 
restraining them from _. over- 
enthusiastic financing. They con- 
trol the debt operations wisely and 
prevent many catastrophies. Then, 
when a municipality experiences 
difficulty in meeting its debt 
charges, the supervision and con- 
trol of the Department’s experts 
bring about effective financial re- 
organization. 

The record of municipal finance 
has been high, with the exception 
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of a few unfortunate instances be- 
fore 1933. Can this high record be 
maintained? “Yes, if officials and 
members of councils are prepared 
to operate our municipal affairs 
efficiently and wisely, and regard 
their duties as a trust for ratepay- 
ers, as well as debenture holders 


who have loaned generously of 
their money to provide the im- 
provements, undertakings, and 
services, which our municipalities 
own and enjoy.” 





1Thomas Bradshaw, MUNICIPAL WORLD, 
November, 1933. Page 224. 











RADIO LISTENING HABITS 


KENNETH MURRAY 


Epitor’s NoTE: This article was 
taken from Mr. Murray’s thesis 
“Radio Listening Habits.” In this 
survey he analyzed by means of 
questionnaires the popularity of 
different programs and the recom- 
mendations made by listeners and 
compared his results with those ob- 
tained by Daniel Starch in 1928 and 
Ross Hickey in 1932. Various 
methods have been used in order to 
test the results of radio advertising. 
The questionnaire is one of these. 

The following is the method of 
classifying the homes: 

Class “A” homes are those whose 
occupants are able to have most 
luxuries without stinting their pocket 
books. This class is the most select. 
It is represented by fifteen of its 
members. 

Class “B” homes are those of 
well-paid professional men, business 
executives and store owners in com- 
fortable circumstances. Twenty ques- 
tionnaires were received from Class 
“B” homes. : 

Class “C” homes are those of 
moderate means such as store clerks, 
white-collar men and office workers. 
Fifty questionnaires were received 
from this group. 

Class “D” are the homes of factory 
men and low-paid railway workers. 
Sixty interviews were obtained from 
this class. 

Class “E,” the poorest homes, 
were those on “relief” or the poorest 
type of dwelling that could be seen. 
Twenty-five questionnaires were ob- 
tained. 

. 7 * 

F the 27,756,000 families in 

the United States as of Janu- 


ary 1, 1930, 43.1% owned radios. 


In London in 1932, according to Mr. 
Hickey’s survey, 68.7% of the 
16,000 families were radio owners. 
In March, 1937, of the 19,000 
homes in London, 87.468% are 
radio equipped. 

This survey went further than 
the two aforementioned studies and 
found the “extra” radio and the 
“car” radio ownership in London. 
An “extra” radio is a second set 
that is used in the den, bedroom or 
summer cottage. The position of 
a car radio is obvious. In London, 
March 1937, 25.522% of the radio 
homes have “extra” radio receivers 
and 19.34% of the cars owned in 
London are radio equipped. The 
extra radios are concentrated in 
Class “A,” “B” and Class “C” 
homes. 

The average age of radios in the 
United States in 1930 was 1.7 
years. In London in 1932, the 
Hickey Survey indicated that the 
average age of radios was 2.06 
years. In 1937, the average age of 


radio receiving sets is established 
at 3.746 years. 

A conclusion that may be drawn 
from the percentage of radios 
owned and the average age is that 
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radio ownership has increased since 
1932 by the purchase of used radios 
and by low-cost new machines. 

In 1929, in the United States, the 
average listening period for daily 
listeners was 2.4 hours. In 1932, 
the average listening period was 4.6 
hours. The 1937 average listening 
period in the United States (Dr. 
Starch’s latest survey) is 5.1 hours 
per day. London in 1937 is slightly 
above the United States average 
and takes its position at the figure 
5.7 hours per day for listening. The 
discovery in Dr. Starch’s latest sur- 
vey that the North American radio 
stations provide 95,500,000 family- 
hours of listening each day is 
interesting. 

In 1987, only 84.27% families are 
daily listeners, while in 1932, 94% 
of the people were “daily listeners” 
as described in the Hickey survey. 
In 1928, Starch listed 91.73% of 
the radio fans in the United States 
as “daily listeners.” In 1987, 
Starch comes forward with a new 
decreased figure for daily listeners, 
stating that 76.4% of the 24,500,000 
radio owners in North America 
tune in at some time each day. 
Thus the decrease in London’s 
“daily listener” is in line with that 
of the rest of the listening public. 


Program Preference 


The first eleven programs in 
order of popularity are ranked 
below. 
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An accurate comparison is not 
possible because of the differences 
in classifying some of the pro- 
grams. Most of the programs, 
however, are under the same cate- 
gories and an interesting compari- 
son is the result. 

Classical orchestras were first 
popular in 1928, but have dropped 
to third place in 1937. Dance or- 
chestras have advanced from third 
place in 1928 to second place in 
1932 and in 1937. Variety shows 
were popular in 1928 (second 
place), but fell to eighth position 
in 1932. Variety is again in first 
place in the survey of 1937. Dra- 
matic features have increased in 
popularity from 1932 (sixth place) 
to 1937 (fourth position). 

Dramatic plays are the most 
popular with the women listeners 
in London in 1937. 

Comedy has come from eleventh 
place in 1928 to third place in 1932, 
but has yielded slightly to fifth 
place in 1937. A newcomer to the 
first eleven is the News broadcast. 
It is fifth in 1987. News is a very 
popular five-minute to fifteen- 
minute broadcast and is a program 
that all can listen to with a maxi- 
mum of benefit. Athletic reports 
and sport broadcasts have pulled up 
from ninth in 1932 to sixth in 1937. 
They were not listed in 1928. 

Amateur shows were unlisted in 
1928 and in 1932. The “heigh- 
day” of the amateur program has 








come and gone between 1934 and 
1936. This shows how quickly a 
new program may come and go in 
radio, even though it is for a time 
one of the most popular types of 
program. Amateur programs are 
listed seventh in 1937; they seem 
to be definitely on the downward 
trend. 

Opera is up two places from 
tenth position in 1928 and 1932. 
Vocal programs, unlisted in 1928, 
and in fifth place in 1932, have lost 
ground and take ninth position in 
this survey. 

Religious services, seventh in 
1928, ranked fourth in 1932 and 
have fallen away to tenth place in 
the 1937 summary. Educational 
broadcasts and current events pro- 
grams are in eleventh position, the 
same as in 1932. In 1928 “short 
talks” held sixth place, but went 
unlisted in 1932 and again in 1937. 

With almost the identical “point” 
system used by Mr. Hickey in 1932, 
again in use in this survey, the 
relative program popularity and 
ownership figures are very closely 
comparable. The 1928 Starch sur- 
vey.is comparable, but conclusions 
will not be as accurate and as true 
as the comparison with the 1932 
survey because the same sample 
and point system were used in the 
1932 and 1937 studies. All three 
of these surveys used the “per- 
sonal” interview method so that all 
information would be of a more 
unbiased nature. 
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STARCH, 1928 


. Orchestras 
. Popular Entertainers (Variety) 


Dance 


. Musical 


Semi-Classical 


. Short Talks 

. Religion 

. Classical Music 
. Athletic Reports 
. Opera 

. Comedy. 


HICKEY, 1932 


. Classical Orchestras 
. Dance Orchestras 


Comedy 


. Religious Services 

. Vocal Programs 

. Dramatic Features 

. Classical Music 

. Popular Entertainers (Variety) 
. Athletic Reports 

. Opera 

. Educational Service. 


MURRAY, 1937 


. Variety Program 

. Dance Orchestras 
. Classical Music 

. Dramatic Features 
. Comedy 


News Broadcasts 


. Athletic Reports 
. Amateur Shows 
8. 
9. 
10. 
11. 


Opera 

Vocal 

Religious Services. 
Educational Broadcasts 
Current Events. 


COMPARISON OF PROGRAM 
POPULARITY IN 1932 AND 1937 


(All Men in All Age Groups and 


All Classes) 
Hickey, ; Murray, 
1932 Rank 1937 
Dance 1 Dance 


Classical Music 2 





Variety 
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Comedy 38 Comedy 

Semi-Classics 4 News 

Variety 5 Classical Music 

Sport 6 Dramatics 

Dramatics 7 Sport 

Religion 8 Amateur 

Vocal 9 Current Events 

Educational 10 Opera 

Opera 11 Educational 
Vocal 

News 12 Community 

Singing. 


COMPARISON OF PROGRAM 
POPULARITY IN 1932 AND 1937 


(All Women in All Age Groups and 


All Classes) 
Hickey, Murray, 
1932 Rank 1937 
Classical Music 1 Dramatics 
Comedy 2 Classical Music 
Religion 8 Variety 
Vocal 4 Dance 
Dramatics 5 News 
Variety 6 Comedy 
Semi-Classical 7 Religion 
Dance Music 8 Opera and Vocal 
Opera 9 Amateur 
News 10 Educational 
Sport 
Sport. 11 Children’s. 


RECOMMENDATIONS OFFERED 
BY THE PUBLIC FOR RADIO 
BROADCASTING IN CANADA 


What Canadians Like About 
Canadian Broadcasts 


Throughout the entire survey the 
writer ran into the statement many 
times over, namely, “The News- 
casts are fine and are among the 
best.” 





The Newscast at 10.45 p.m. is 
very good and in most people’s 
opinion could not be improved upon. 

Probably the most popular fea- 
ture of the Canadian Broadcasting 
Commission is the coast-to-coast 
holiday hook-ups. These are very 
widely listened to, and many re- 
quests were given for more fre- 
quent programs of this type. 

The opinion in all classes that 
the radio programs in Canada are 
steadily improving was very com- 
mon. The “non-advertising” aspect 
of the present “set-up” was very 
heartily endorsed in most cases, 
and is appreciated as a contrast to 
the influx of advertising from the 
United States. A prominent Class 
“A” man when interviewed said: 
“The new Corporation is doing a 
fine job; give them time and we 
will have excellent programs. Radio 
in Canada is definitely improving.” 
The exchange programs with the 
United States were very popular 
and very well received. 


Summary of Recommendations As 
Offered by the Listening Public 
for the Betterment of Cana- 
dian Radio 
(Rank Calculated by Number of Times 
Mentioned) 

1. More variety in programs 

2. Better talent to perform 

8. Announcers with more pleasing 
voices 








ry 


. More powerful broadcasting 
stations 

. More “finished” programs 

. Higher type of programs 

Fewer French announcements 

. Wider chain hook-up 

. Commercial sponsors 

. Current event broadcasts 

. Increased publicity for pro- 
grams. 


Class “A” Recommendations For 
Radio Broadcasting in Canada 
The most frequent remedy was 

the advice to employ “better an- 
nouncers.” Forty per cent. of this 
class advocated “better announcers” 
and also “better talent.” The gen- 
eral feeling was that there was 
talent in Canada, but that it was 
getting away to other countries 
before it was developed. 

Stronger and better equipped 
broadcasting stations were also 
mentioned as improvements. More 
variety was mentioned as also 
“more rehearsals” and a more fin- 
ished type of program. 

Better quality programs with 
more “pep” and vigour were advo- 
cated for Canadian listeners. Orig- 
inality and a fast-moving show, 
according to the bulk of this class, 
would increase the listening audi- 
ence and give fine entertainment. 
No comment was made in this 
group concerning the like or dislike 
for the bilingual announcements in 
French and English. 


MOD DAMM 


— 
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Class “B” Recommendations For 
Radio Broadcasting in Canada 
In Class “B” again the most fre- 

quent recommendation was for bet- 
ter announcers. Also on equal rank 
with the announcers was the desire 
for better stations and better talent 
throughout. 

A new recommendation for more 
current events was very strong and 
on equal footing was the plan for 
more exchange programs with the 
United States. Several individuals 
thought commercial sponsors would 
be the keynote to renewed vigour 
in Canadian network presentations. 

More variety and better produc- 
tion, coupled with several recom- 
mendations to have an “All-Canada” 
Radio Commission. Thus Federal 
control of all radio broadcasting 
was urged in this group. 

Originality and more native pro- 
grams were expressed as means of 
increasing Canadian Radio’s popu- 
larity and standards. 


Class “C” Recommendations For 
Radio Broadcasting in Canada 
Thirty-five per cent. of this group 

advocated better announcers and 
more powerful broadcasting out- 
lets. Thirty-five per cent. wanted 
more variety and better talent as 
a remedy for the situation. More 
rehearsals and higher type of pro- 
grams were recommended strongly. 
Tunis group again wants more cur- 
rent events and more exchange pro- 
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grams, also there was a feeling for 
publicity for Canadian programs. 
Commercial sponsors were suggest- 
ed, but were outweighed by the 
percentage that thought were im- 
proving. 

Fifteen per cent. wanted less 
French continuity and announce- 
ments. 

Forty per cent. of the people 
wanted more chain broadcasts, with 
a far-reaching chain of outlets. 
“Talent should be watched closer 
and given better training, which 
will in turn lead to better programs 
with more life and action.” These 
are the words of a real radio “fan.” 
More dramatic features were advo- 
cated by the women of this group 
as help for Canadian programs. 


Classes “D” and “E” Recommenda- 

tions For Radio Broadcasting 

in Canada 

The chief recommendations in 
these groups were better talent and 
more variety. About twenty-five 
per cent. of the listeners offering 
solutions stated the above two 
points. Closely following these 


desires were those for better sta- 





tions, announcers and a higher type 
of program, with more rehearsing. 
Historical sketches were mentioned 
as programs that were enjoyed. 
More educational broadcasts are 
urged by many in these groups. 

Increased chain hook-ups again 
are favoured to overcome some of 
the difficulties in Canadian radio. 
More community sing-songs were 
advocated, and also a new amateur 
program. Also a recommendation 
was voiced for a program originat- 
ing in London, Ontario. 

A few men thought less Govern- 
ment intervention would be the 
making of success, but this view 
was put into the background by 
those in these two classes who 
thought the programs to be vastly 
improved. 

The agitation for less French was 
net as strong as in Class “C” and 
it was realized that very few in 
these classes knew or could speak 
French. The short French an- 
nouncements were acceptable, but 
not the long French narrations. 

Publicity for chain programs was 
advocated as a means of increasing 
the Canadian listening audience. 














HE following is a list of re- 
search problems studied by 
senior students in the Department 
of Business Administration. Part 
of the course in the fourth year is 
a problem in research. Each stu- 
dent working under the guidance 
of a member of the Business De- 
partment selects and investigates 
a problem in the field in which he 
is most interested. 

The material is compiled and pre- 
sented in a thesis, which becomes 
the property of the University 
Library. These theses are avail- 
able to the readers of this Review 
and for that reason have been 
classified and presented in this 
issue. The articles on Municipal 
Debt, Trade-Marks, Radio Listen- 
ing Habits and Business Manage- 
ment Insurance were taken from 
student theses. Some of these re- 
search problems have been used in 
different parts of the country and 
a few have travelled to other parts 
of the world. The list was com- 
piled by the Quarterly with the 
hope that some of its readers would 
find subjects which might interest 
them. 


The titles are classified according - 


to subject matter, the year in 


RESEARCH 





PROBLEMS 


which the study was made and the 
name of the student. 


ACCOUNTING 
Taxation 

Bond,C.S. - - - - 
Dominion Income War 
Tax Act. 

Marsden,F.W. - - - 
Canadian Company Legis- 
lation. 

Doyle,d.L. - <© «<= -« 
Accounting Procedure 
under the Winding-up Act. 

McDougall, W.J.- - - 
A Comparison of the 
Federal Income Taxation 
on Corporations in Great 
Britain, the United States 
and Canada. 

Wright,G.S.- - - - 
Partnership and Corporate 
Taxation. 

Accounting Systems 

Hind, A.R. - - - = 
Outdoor Advertising Ac- 
counting. 

Joynt,S.L.B. - - -= 
Layout and Cost Account- 
ing in the Electric Prod- 
ucts Companies. 


1929 


1935 


1937 


1937 


1937 


1929 


1929 
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Martin, S. A. - - 
Stock and Bond a 
Accounting Methods. 

Brown, W. S. - - - 
Dealer Accounting in the 
Retail Automobile Trade. 

Carswell,F.W. - - - 
An Accounting System for 
the Western Ontario Con- 
servatory of Music. 

Dougharty,J.H. - - - 
Hotel Accounting. 


General 


Barbour, E.W. - - - 
A Study of the Appreci- 
ation of Assets. 

Stephen, W.J. - - - 
Estate Accounting. 

Shipley, J. F. . = -« 
Partnership Accounting. 

Hayman,W.C. - - - 
The Treatment of No-Par 
Stock. 

Little A.J. - <- = -« 
Treasury Stock. 

Smith, E.V.C. - - - 
Depreciative Policies of 
Canadian Corporations 
during Depression. 

Jarmain, E.G. - - - 
Introduction to Account- 
ing. 

Smith,B.E. - - - 


Punched Card hein 


Shales, D. W. - = - 
Corporation Financial Re- 
ports. 


1929 


1934 


1935 


1936 


1931 


1932 


1933 


1935 


1935 


1935 


1936 


1936 


1937 
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ADVERTISING 


Kannawin,J.M. - - - 
The Present Status and 
Future of the Advertising 
Agency. 

Loughlin, P.C. - - - 
Advertising Campaigns. 

McIntyre,G.E. - - - 
Direct Mail Advertising. 

Oe SS) eh a 
The Advertising Agency. 

Hickey, W. R. - - - 
Radio Broadcasting. 

Clarke, G. C. - - 
Advertising to the College 
Student. 

a ee ae 
Variations in National 
Advertising. 

Henderson, K.O.- - - 
Outdoor Advertising 
Canada. 

Munro,S.G. - - - - 
History of Advertising 
Copy. 

Stevenson,J.R. - - - 
Truth in Advertising. 

Beaumont,G.D. - - - 
Testing Advertising. 

Mackenzie,C.L. - - - 
Colour in Advertising. 

Roberts, H. R. - = - 
Advertising Rates in 
Canadian Daily News- 
papers. 

Spry,J.W. - - - - 
Financial Advertising. 

Taylor,G.H.- -<- <- - 
Co-operative Advertising. 


in 


1930 


1931 


1931 


1931 


1932 


1933 


1933 


1933 


1933 


1933 


1934 


1934 


1934 


1934 


1934 








Shore, F.M. - - - - 
Advertising Agency Re- 
muneration. 

Spence, E. G. . fae 
Dealer Helps. 

McConnell,J.E. - - - 
The Value of Advertising. 

Fuinlan, T. L. - - 

A Study of ii aa 
Ownership of Radio Broad- 
casting in Canada. 

Bell, F.H. - - - - 
The _ Effectiveness of 
Colour in Advertising. 

Murray, K. S. 
Radio Listening Habits. 

On TB. «<« + « 
Window Display Aavatie. 


ing. 


FINANCE 


Smith,L.E. - - - - 
Ontario Mining Interests 
and the Stock Market. 

Walkem,M.L. - - - 
Investment Analysis. 

Horne,G.R. - - - - 
The Use of Statistics in 
Canadian Business. 

McLaren, D.F. - - - 
A Financial Analysis and 
Survey of the Pulp and 
Paper Industry in Canada. 

Savage,R.J.- - - - 
An Analysis of Investment 
Security. 

Willie,R.B. - - <- -« 
Investment Trusts 
Canada. 


in 
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1935 


1935 


1936 


1936 


1937 


1937 


1937 


1929 


1930 


1931 


1931 


1931 


1931 





Cameron, N.E. - - - 
A Study of Canadian In- 
dustrial Reorganizations. 

Eliwood, A.D. - - - 
Bond Departments in 
Canadian Chartered 
Banks. 

Campbell,D.S. - - - 
Employee Stock Owner- 
ship in Canada. 

Gregory,C.G. - - - 
The Position of Industrial 
Bondholders in Reorgani- 
zation. 

Gunn,J.W. - - - 

The Subsidization of on 
chant Marine. 

Henderson, J.P. - - - 
Success of the Canadian 
Fixed Trusts. 

Janes,C.W. - - - 
Preferred Stocks — Their 
Value As an Investment. 

MacKay, D.S. - - - 
Problems of the Invest- 
ment Bankers’ Association 
of Canada. 

Rainsberry, N. H. -_ - 
A Comparison of Corpora- 
tion Earnings, 1926-31. 

Rockey, H. B. - - - 
Inflation of Canadian Cur- 
rency. 

Smith,H.A.- - - - 
A Ratio Analysis of Cana- 
dian Crop Reports Em- 
bracing a Study of the 
Effect of the Depression 
on Canadian Industry As 


1932 


1932 


1933 


1933 


1933 


1933 


1933 


1933 


1933 


1933 


1933 
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Interpreted Through the 
Use of Financial Ratios. 


Tillman, J. A. - =- = Yes 
Investment Banking. 

Wallace, D.G. - - - 1933 
The Branch Banking 
Issue. 

Dykes, Denholm E. M. - 1934 
An Analysis of Canadian 
Management Trusts. 

Jones, F.W.P. - - - 1934 
The Problem of Dividend 
Stabilization in Canada. 

Keyes, P.F. - - - - 1984 


The Investment Merit of 
Canadian Public Utility 
Bonds. 

Ruppel, C. G. - - - 
Protecting the Canadian 
Investor. 

Carnegie, R.L. - - - 
Employee Profit - Sharing 
in Canada. 

Douglas, A.J. - - - 
Working Capital in Pros- 
perity and Depression. 

Duncanson,C.R.- - - 
Customer Stock Owner- 
ship. 

McKeough,O.J. - - - 
Investment Value of Com- 
mon Stock. 

Forristal,J.W. - - - 
A New Concept of the 
Shareholder. 


1934 


1935 


1935 


1935 


1935 


1937 


Both AA - © «+ «= 
Municipal Debt. 


1937 
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SALES MANAGEMENT 


Wilkey, W.G. - - - 
The Marketing of Women’s 
Underwear. 

Brewer, J.H.R. - - - 
Market Areas in Ontario. 

Munro, G. R. - - 

A Sales Analysis of the 
Canadian Furniture In- 
dustry. 

O’Connor,J.K. - - - 
Marketing Sea Products 
in Canada. 

Yeandle, H. P. - - - 
Sales Promotion in the 
Canadian Furniture In- 
dustry. 

Lofft, D.E. - - - - 
Store Preference. 

MacKay, R.L. - - - 
Sales Training Courses. 

Simmers,O.C. - - - 
Consumer Opinion of Re- 
tail Store Clerks. 

Munro,S.A. - - - - 
An Analysis of Life Insur- 
ance Sales in Canada Since 
1900. 

Ovens, H. W. ie ae | ag 
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